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Best Single Advertising Medium 
for Mortgage Bankers 


One mortgage banker wanted to know 
the best medium; he made a survey 
and here are the facts he uncovered 


government last year to discover 

the practices of 1,300 home loan 
associations in spending money for ad- 
vertising. These associations reported two 
things: First, that promotional adver- 
tising for “new business” paid big divi- 
dends—to the tune of more than three 
hundred dollars worth of new business 
for every dollar spent; and second, they 
reported on which of the media they 
spent this money. 

Out of every one hundred dollars, 47 
dollars or very nearly one half, went to 
newspapers; ten dollars and a half or 
about ten percent went to the radio; 
and the remaining 40 percent was di- 
vided among ten other types of adver- 
tising. 

If the experience of these 1,300 home 
loan associations is typical, then in 1939 
we who advertised found that every hun- 
dred dollars spent brought in thirty 
thousand dollars worth of new business. 
It also follows that we must have spent 
as much with newspapers as on all other 
types of advertising put together, giving 
the next largest amount (only 10 per- 
cent) to radio. 

My second set of facts will very likely 
surprise you. I know that the readers 
of The Mortgage Banker have not had 


( SURVEY was made by the federal 


By V. C. FEEMSTER 


the opportunity of examining a survey 
which was reported confidentially this 
Fall. Over 9,000 families, chosen at ran- 
dom in a representative state in the Mid- 





F we rated our articles—this 

one four stars, the next one 
three stars and so on as they do 
in movie criticisms—this piece 
would get top rating. It’s one of 
the best we've been privileged to 
publish. The author didn’t de- 
pend on his own opinions for 
the material he presents. He 
made a survey among other 
mortgage firms and unearthed 
some valuable data about what 
is profitable advertising for 
mortgage bankers and what 
isn’t. Mr. Feemster is loan man- 
ager of Swope-Brady, Inc. of 
Wichita and spoke at the Clinic 
conducted by Luther M. Miller 
of Newkirk, Oklahoma. 





dle West, were questioned by personal 
interviewers in order to determine 
whether the radio or the newspaper is 
the most valuable advertising medium. 


Every one of those families owned one 
or more radios and took one or more 
newspapers. Each family was asked to 
recall a single product advertised in each 
one of the two media on the preceding 
day. 

Which of the two do you think had 
made the greatest impression on those 
people? The radio! For every man or 
woman who could recall an advertise- 
ment in yesterday’s newspaper, three men 
or women could recall a product adver- 
tised over the air the preceding day. 
Over half of all the men and women 
between the ages of 35 and 50 could 
remember some product advertised by 
radio; less than one out of five could 
recall any product advertised in news- 
papers. 

Last year we spent more than five times 
as much with newspapers as with radio. 
Then which type of advertising is most 
productive? Does this scientific survey 
prove that we are spending our money 
in the wrong medium? 

I sent out this Fall letters to some of 
the better-known mortgage loan firms of 
the country. I asked them to tell me 
which medium they find most productive, 
and to indicate which they find valueless. 
Replies came from every section of the 
country. Here is what they report. 

Over half of all reporting firms list 
newspaper advertising as the best medi- 
um; and all but two list it as one of the 
three most desirable media. The two 
firms voting against newspapers also 
voted against all types of advertising. 
They depended entirely on solicitors. 
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Second, one out of every eight firms 
declared that billboard advertising has 
proved itself the best method, and half 
of all those reporting believed that it 
should be used. 

Third, one firm out of each eighteen 
reported that novelty advertising is the 
best method; and about one fourth of the 
firms would place it among the top 
three. 

Fourth, only one firm declared that 
radio advertising is the best medium; 
one other placed it second and another 
third. But, not a single one of these three 
firms had ever tried that type of adver- 
tising. Every firm that had tried adver- 
tising over the air, condemned it as ex- 
pensive and non-productive. 


Thumbs Down on Radio 


Mortgage bankers, then, are not find- 
ing that radio advertising produces re- 
sults, in spite of the survey I mentioned. 
It is true that members who have never 
tried radio advertising are still anxious to 
use it, They suppose that it must be the 
best medium, since it reaches the homes 
of so many people. But those who tried 
it say “No!*—without exception! 

Why is it that newspapers, in spite of 
this scientific survey, have been con- 
sidered in the past, and probably always 
will be considered, the best single method 
of advertising by mortgage loan com- 
panies and associations? It seems to me 
that the answer is threefold. First of 
all, newspaper advertising is the best 
medium because it catches the prospect 
in the most receptive mood. 

Stop and consider for a moment. When 
do people read newspapers? At one time 
only — when they are seeking informa- 
tion and are psychologically prepared to 
accept information. But what about other 
media? When and why do people listen 
to the radio? When they are seeking 
entertainment, except, of course, news 
broadcasts. And radio listeners are not 
psychologically prepared for accepting 
and retaining information. Examine the 
hundred most popular programs on the 
air and you will see that they are built for 
entertainment. Forty-seven are dramatic 
serials advertising soap and the like, 
twenty-six more depend on jazz bands. 
People are not psychologically prepared 
for home loan advertising when listening 
to the radio. 

The same is true of moving picture 
screens and novelty advertising. And 
you have only to ask yourself, “when do 
people see billboards?” to realize that the 
billboard audience is not seeking infor- 
mation when their eyes light on our 
signs. It seems logical to believe that one 


of the reasons for the productivity of 
newspaper advertisements lies in the 
mind-set of the reader of newspapers. 
The newspapers catch the reader in a 
receptive mood. 

The second advantage offered by the 
newspapers over any and all other types 
of advertising is its cheapness. Whether 
you want “institutional” or “classified” 
advertising, the newspaper offers a means 
of reaching thousands of families at small 
total cost. I don’t have to elaborate upon 
this advantage. You are familiar with 
the high cost of radio, the expensive 
aspects of the billboard, the moving pic- 
ture screen and the novelty advertising. 
And when we compare the number of 
people reached by each unit of adver- 
tising in the various media—when we 
compare the unit cost—the advantage 
of newspaper advertising cannot be 
doubted so far as cheapness is concerned. 





co WY) MILE I unhesitatingly 
list newspapers first, 
billboards second, window dis- 
plays third, moving picture 
screen a poor fourth, and radio 
advertising a much poorer last, 
I recognize institutional value 
in all of them. ... 1 found our 
colleagues unanimous in placing 
‘personal solicitation’ ahead of 
advertising as a business-getter. 
. One half of all reporting 
firms list newspaper advertising 

as the best medium.” 
—V. C, FEEMSTER 





The final advantage offered by news- 
papers is that, of all the media, it is most 
apt to reach the right people. News- 
papers are read by all; they have very 
wide circulation. Not a prospective client 
is missed. But all other advertising media 
have their drawbacks in this respect. The 
billboard soon blends into the back- 
ground of landscape and is not singled 
out by persons who consider buying 
homes. The novelty items, which we 
prepare so carefully and give so freely, 
attract those who want something for 
nothing, or else children. 

The moving picture screen reaches so 
few of the right age with the right in- 
clination, that it is over-shadowed by 
the picture which follows. In the dark- 
ened theatre it is impossible to make 
more than a mental note of a firm’s 
name, address, or phone number. It is 
no wonder that less than three cents out 
of every ten dollar bill spent on adver- 
tising went to the theatre owners in 
1939. The window display does not greet 


the prospects until they have located our 
firms—usually in response to newspaper 
advertisements. It seems to me that, 
without doubt, this third advantage of 
the newspaper justifies its continued use 

-the newspaper is more apt to reach 
the right people. 

So far this discussion has been con- 
fined to where we spend our money. 
Now for a few suggestions as to the most 
effective use of each type of advertising. 

I do not advise you to use only news- 
papers. The combined judgment of those 
reporting in my survey is represented in 
this statement made by a large firm on 
the West Coast: 

“It seems to us that they all have 
value as institutional advertising.” 

Another said: 

“We consider this advertising which, 
by the way, is almost institutional in 
character, as simply a necessary backing 
up of our local loan solicitors . . . Our 
advertising in newspapers and bill- 
boards is to acquaint the public with 
the company’s name as a loan insti- 
tution.” 

While I unhesitatingly list newspapers 
first, billboards second, window display 
third, moving picture screen a poor 
fourth, and radio advertising a much 
poorer last, I recognize institutional value 
in all of them. But our question now is: 
‘How shall they be used?” 

In my survey the devices mentioned 
ranged all the way from paper matches 
to something which scandalized we puri- 
tan Kansans—stag parties for contractors! 
But here is the general concensus of 
opinion as to the principal methods of 
value: 

First, with newspapers: Howard Ac- 
ton, who made a much more impressive 
survey than my own, sums up his own 
and mine this way: 


Display Advertising 


“Boiled down, there was a fairly wide- 
spread belief on the part of real estate 
brokers, irrespective of their geographical 
location, that display is suitable prin- 
cipally for the promotion of the home- 
owning idea or in concentrating public 
attention on new home designs, on a 
few higher priced properties or in the 
promotion of subdivisions, where the 
volume of sale involved will justify the 
greater proportionate advertising ex- 
pense; and that classified advertising, 
less expensive per line or inch, brings 
inquiries from persons who have already 
decided to buy and who look in that sec- 
tion for specific offerings—in other 
words, ‘hot’ prospects.” 

(Continued page 7, column ]) 
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Is Mutual Mortgage Insurance 
Adaptable to Farm Loans? 


An MBA past president discusses 
this proposal and tells why he 
thinks farm loans can be insured 


OST MBA members are now en- 
M gaged exclusively in making mort- 

gage loans upon city real estate 
and in the writing of insurance and the 
management of property which goes 
with that business. There is, however, 
a considerable number of our members 
who have had a rather extensive experi- 
ence in the making of farm loans. These 
men, being located in the farming ter- 
ritory where the making of farm mort- 
gages has always been of much impor- 
tance, have continued to closely observe 
the changes that have occurred in that 
business. They have given particular 
attention to the farm loan investments 
of life insurance companies because ac- 
curate records of them have been avail- 
able. Most of these men have made and 
serviced loans for the life companies. 
From year to year, they have watched 
the decrease in the farm mortgage debt 
and the shifting of much of it from the 
mortgage portfolios of the life insur- 
ance companies into the hands of the 
Federal Land Banks and the Federal 
Farm Mortgage Corporation. 

The life insurance companies, which 
for many years played so important a 
part in agricultural financing, at the 
present time hold only about 11 percent 
of the farm mortgage indebtedness 
while the Federal Land Banks and the 
Land Bank Commissioner together con- 
trol about 40 percent. The life insur- 
ance companies withdrew from the field 
in the darkest days of the depression 
and left farm financing almost entirely 
to the Government agencies. With the 
keenest interest, these MBA members 
have watched the efforts of the life 
insurance companies, in the last few 
years, to maintain their holdings and to 
recover a part of the business they have 
lost. 

MBA has always had a farm mort- 
gage section or committee and a good 
deal of time at our annual. conventions 
and much of the space in our publica- 


By S. M. WATERS 


tions have been devoted to farm mort- 
gage problems. This year, the commit- 
tee, composed of some of these same 
men, has been interested in the ques- 
tion—“Whether it is possible for the 





HIS is the address Mr. 

Waters delivered December 
3rd before the Farm Mortgage 
Conference of Life Insurance 
Companies in New York. It 
represents a complete and de- 
tailed explanation of the pro- 
posal to apply mutual mortgage 
insurance to farm mortgages. 
Mr. Waters had previously 
spoken before the annual meet- 
ings of the Illinois and Iowa 
mortgage bankers associations in 
November on the same subject. 





life insurance companies to recapture a 
volume of the farm mortgage business 
which their investment funds would 
justify them in taking; and, if so, how 
it could be done”. We have been 
assisted in this by the Executive Com- 
mittee of the American Life Conven- 
tion, which appointed an Advisory Com- 
mittee to work with us. This Commit- 
tee is composed of one man from each 
of six life insurance companies engaged 
in the farm business. 

Our committee has gathered and sent 
out certain statistical material gathered 
from the annual report of the Farm 
Credit Administration, the Federal 
Housing Administration and various 
insurance companies. We find a 
curiously interesting uniformity of 
opinion among these experienced farm 
mortgage men as to the present possi- 
bilities for a revival of this business. 

First, however, remember that the 
bulk of this business has gone into the 
hands of two Government subsidized 
agencies—the Federal Land Banks and 
the Federal Farm Mortgage Corporation. 


The Federal Land Banks, which have 
been in existence since 1916, had the 
bulk of their present business forced 
upon them by the needs of the time. 
The Federal Farm Mortgage Corpora- 
tion, which took over the emergency 
loaning powers of the Farm Loan Com- 
missioner and which, itself, is an emer- 
gency measure for direct government 
lending, was intended to supplement the 
efforts of the Federal Land Banks in tak- 
ing care of the sudden demand for loans 
caused by withdrawal of private funds 
from farm lending. These agencies have 
been able to hold this business and to be 
fairly successful with it, partly because 
they originated and made almost uni- 
versal the much-needed, long-time amor- 
tized loan, and partly because they de- 
veloped a standard system of appraisal. 
Their system was not perfect as indi- 
cated by the number of their failures 
but it has been constantly improved. 
With their better capacity to do s0, 
these Land Banks have made a more 
careful study of farm territories and the 
suitability of various sections for differ- 
ent kinds of farming than was ever pos- 
sible by private investors. These banks 
were able to take a realistic attitude to- 
ward the need for the postponement of 
principal payment requirements, re-amor- 
tization of debts and lowered rates con- 
forming to the ability of the farmer to 
pay. 

Mostly, however, these institutions 
have been able to hold this business 
through the help of various Govern- 
ment subsidies. Government subsidy has 
been allotted to them from the tax pay- 
ers’ money to the extent of hundreds of 
millions of dollars for capital and 
further hundreds of millions in paid-in 
surplus. Subsidy has been extended to 
the Land Banks in the form of tax ex- 
emption of their bonds and a further 
subsidy on nearly 800 million dollars 
in bonds has been extended, not only 
by tax exemption, but by government 
guaranty of the bonds of the Federal 
Farm Mortgage Corporation. Then, to 
give them a further advantage in the 
way of rates, an annual subsidy has been 
allotted, again out of tax money, to the 
extent of about 29 million dollars a year 
for the past seven years to pay part of 
the interest owed by farmers on their 
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mortgage indebtedness. These subsidies 
have been taken from the public money 
raised by taxation for general govern- 
ment purposes. The effect has been to 
almost stifle the farm mortgage invest- 
ment business of private institutional 
lenders. 

Meanwhile, funds of these private in- 
vestors available for farm mortgages, 
and sufficient at any time within late 
years to take over all of the farm mort 
gage business of the country, have been 
idle and unproductive. This has meant 
a tremendous loss of interest to bank 
depositors in lowered interest rates and 
to life insurance buyers in increased 
costs. These same bank depositors and 
life insurance buyers are the very per 
sons from whom most of the tax money 
has been and must continue to be raised. 
Thus, the net effect of this system has 
been to take away a substantial part of 
the income of saving people and to use 
it to further reduce their income and 
decrease their tax paying ability. 


Is It Desirable Business? 


Of course, there is only a limited sup- 
ply of farm mortgages. New business 
cannot be manufactured but must grow 
out of the extension of farming itself. 
If the life insurance companies are to 
increase their farm mortgage holdings 
they must take for themselves a share of 
the business at present held by the Fed- 
eral Land Banks and the Land Bank 
Commissioner. 

Is this a desirable class of business? 
The record shows that in most states it 
is and in other states a considerable pro- 
portion of it is suitable for the invest- 
ment of life insurance and other trust 
funds. Here are the figures for two 
states at the end of 1939. The Federal 
Land Bank and the Land Bank Commis 
sioner then held in Iowa 254 million 
dollars in farm mortgages and owned in 
farms and sheriff's certificates of fore- 
closure combined only 903 items of real 
estate. In Illinois, on the same date, 
these two agencies had 174 million dol- 
lars in farm mortgages and owned in 
farms and sheriff's certificates of fore- 
closure combined only 250 items of real 
estate. Experience in a few of the other 
states was not nearly as favorable but 
generally they have made an en 
viable record considering the fact that 
the Commissioner loans were permitted 
up to 75 percent of the value of the 
security of the combined Land Bank 
and Commissioner loans to the same 
limit so that the greater volume of both 
classes of loans were made at percent- 
ages to security considerably above the 
business of life companies. 


Our committee has reached certain 
conclusions, which may be stated in this 
order: 


First, assuming that the Government 
subsidy to farm lending to these two 
agencies is to continue exactly as it is 
now, we do not believe that the life 
insurance companies can, so long as they 
work independently of each other and 
each with its own plan of loaning and 
each centering its efforts in very limited 
territories, acquire and hold the sub- 
stantial additional volume of farm mort- 
gage loans which their idle funds would 
justify them in making. To do so, we 
believe, would require too great an 
initial expense for procurement and too 
great a sacrifice of rate and leave little 
or nothing from the income to build 
sound and permanent local agencies 
needed for proper servicing. We look 
upon the procurement and servicing of 





6% E believe that such a sys- 

tem of loaning (applying 
mutual mortgage insurance to 
farm loans) must be sponsored 
by the federal government and 
must be under its regulation and 
control. By that we do not mean 
that the system would require 
government subsidy. We do not 
believe that farm lending re- 
quires any government subsidy 
at all. Any connection with hous- 
ing, crop control, crop benefits 
or social aim of government 
would be secondary . . .” 

S. M. WATERS 





farm loans as a business of peculiarly 
localized needs and limitations, which, 
to be permanent and successful, requires 
specialized knowledge of conditions in 
limited areas by men of substantial busi- 
ness ability, who must, of course, have 
a profit motive. 

On the contrary, we think that to re- 
cover such a volume and to continue to 
hold it profitably, a more uniform and 
standardized system of farm mortgage 
lending must be devised by which the 
needs for agricultural financing will be 
more generally met throughout the en- 
tire country and in which rates of in- 
terest would tend to be more level 
throughout the years, repayment re- 
quirements and prepayment options 
would be more standardized and the 
mechanics of inspection, appraisal, form 
of mortgage documents, title handling, 
etc. would be uniform. We think that 
unless these aims are attempted and 


fairly met the pressure for government 
financing will continue. 

Note that I preface this conclusion 
with the statement, “Assuming that the 
Government subsidy to farm lending is 
to continue exactly as now”. I don't 
suppose any of us imagine that the 
present subsidy will be discontinued. 
What we are more fearful of is that, 
due to inconsistencies and confusion of 
the present plan operated by two over- 
lapping agencies, the subsidy will be 
greatly increased by the passage of 
some such measure as the original Jones- 
Wheeler bill. Vice-President Elect Wal- 
lace, in his address to the Farm Meeting 
at St. Paul last summer, stated at length 
and in no uncertain terms that he 
favored such a change. 

Second, we do not believe that any 
such modernized system of farm lend- 
ing will, or can, be initiated by volun- 
tary cooperation of life insurance com- 
panies or any other group of private 
institutional lenders. These institutions 
are too highly competitive to cooperate 
to that extent and any attempt on their 
part to unite in common practices, if 
not contrary to law, would be bad poli- 
tical psychology. 

On the contrary, we believe that any 
such system of loaning must be spon- 
sored by the federal government and 
must be under its restriction and control. 
By that we do not mean that the system 
would require government subsidy. We 
do not believe that farm lending re- 
quires any Government subsidy at all. 
We are thoroughly convinced that such 
a plan should be primarily a loaning 
system only. Any connection with 
housing, crop control or crop benefits 
or social aim of government should be 
secondary, as it is in the minds of both 
the borrower and lender in each trans- 
action, 

We all have the same reaction to any 
further intrusion of the federal govern- 
ment into private business but note that 
this proposal is only for federal regula- 
tion and control of private business and 
not for government loaning of govern- 
ment funds or credit. Our hope would 
be that it would in time supplant direct 
loaning by the Federal Mortgage Cor- 
poration and the need of government 


subsidy to the Federal Land Banks. 


Need Mortgage Insurance 


Third, we believe that in order to 
spread the benefits of such a system wide 
enough to meet the needs of agricultural 
financing in all parts of the country, 
some form of mutual mortgage insur- 
ance will be necessary. This will be 
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necessary in order to attract the invest- 
ment of money in those parts of the 
territory not now regarded favorably as 
farm mortgage fields, either because of 
the limited extent of agricultural 
development there or the presence of 
too many unfavorable factors. 

We do not mean by this that mort- 
gage money should be as readily avail- 
able in the semi-arid regions of some 
of our states as it is in the most highly 
developed and dependable farm terri- 
tory. But we do mean that wherever 
farming has proved itself successful, 
mortgage money should be made avail- 
able in proper proportion to true value 
from a dependable productive stand- 
point on the same terms as in the 
choicest territory. 

Observe that this system would still 
leave to the institutional lender the right 
to pick those territories in which it pre- 
ferred to operate just as it would leave 
to it the right to select therein only such 
loans as in its opinion were sound from 
security and credit standpoint. 

Nothing that we can think of but 
mortgage insurance will accomplish this. 
By mortgage insurance, we do not 
necessarily mean the same system as is 
now used by the Federal Housing Ad- 
ministration in its Section 203 or 207 
loans but some application of the same 
principle so that all successful borrowers 
who benefit by the system will contri- 
bute to a fund for protection of the 
investor against loss in unsuccessful 
cases to the extent as from time to time 
will by experience be found necessary. 
The provision in the Housing Act for 
the insuring of home loans is skillfully 
drawn and by proper administration is 
capable of scientific distribution of the 
risk. 


The Conclusions 


Any form of mortgage insurance 
would, of course, require an indepen- 
dent appraisal of the securities by the in- 
suring corporation. This is something 
that private investors do not seek. How- 
ever, the tendency is in that direction 
because under our present practice, 
where an investor 1s handling trust 
funds as are banks, trust companies and 
insurance companies, we violate one of 
the first principles of trust practices by 
permitting the investor to place his own 
valuation upon the security for the loans 
he makes. Such independent appraisal 
would meet the requirements of insur- 
ance commissions, leaving each com- 
pany free to use its own judgment of 
values without being subject to criticism. 

Some other conclusions that we have 
reached are briefly: 


(1) That the law creating any such 
proposed uniform farm mortgage sys- 
tem should be explicit in detail and not 
leave to administrative ruling such 
powers as could result in promotion or 
a too rapid growth in volume of busi- 
ness, or a complete shut down of the 
business at the Administrator's will. 

(2) Further, that provision should be 
carefully made, setting high standards 
of experience and ample financial re- 
sponsibility and limiting the volume and 
the territory of any approved mortgagee 
so as to prevent the growth of mush- 
room institutions or occasional dabblers 
in mortgages, neither of whom would 
have the necessary financial backing or 
experience to properly service loans but 
who, as opportunists only, would use 
the system solely as a money making 
enterprise. 

(3) Similar restrictions should be ap- 
plied to approved assignees so as to 





oo W/" are inclined to believe 
that if some such plan was 
set up for farm loaning, private 
institutional investors, especially 
the life insurance companies 
with experience in making farm 
loans, would readily cooperate 
and a great many other investors 
not heretofore in the market for 
such loans would enter the field 
... the farmers’ needs for mort- 
gage money throughout the en- 
tire country could be adequately 
met without government loan- 
ing.” 
S. M. Waters 





prevent speculation in insured mort- 
gages in blocks as the market moved up 
and down. 

(4) We, further, feel that the plan 
of such a mortgage system should in- 
clude within itself provisions for the 
protection of both the borrower and 
lender in times of great emergency such 
as we have seen in recent years. I mean 
a severe depression which, unless provi- 
sion is made to meet changed conditions, 
would bring many farm failures. 

For the borrower's protection, there 
should be included provision for the 
extension of time of principal payments 
or, perhaps, re-amortization of the en- 
tire debt with accumulations at the same 
or lowered rates. This is to be permitted 
on application of the borrower with a 
proper showing as to his indebtedness 
and dependable income and on recom- 
mendation of the holder of the mort- 
gage, both to be approved by the in- 


suring agency, which by its approval 
would automatically continue the in- 
surance. 

For the benefit of the holder of the 
mortgage who, in such a time, might 
be under the necessity of making an 
early recovery of the funds, provision 
should be made by which, at some 
sacrifice, he could. without foreclosure 
recover his money by assignment of the 
mortgage after he had given the bor- 
rower the extension or adjustment and 
the delinquency still continued. 


Meet All Farm Needs 


Such an arrangement, if properly set 
up and applied at the proper time, would 
probably deter the re-enactment of state 
moratoria laws. Moratoria laws are al- 
ways passed in the heat of the times. 
They are poorly drawn, difficult of exe- 
cution and thoroughly unsatisfactory to 
the lender and little or no benefit to the 
borrower. They multiply many times 
the expense of servicing loans. 

(5) Having carefully followed the 
work of the Federal Housing Admini- 
stration for federal loans, we are in- 
clined to believe that if some similar 
government regulated plan was set up 
for farm loaning, private institutional 
investors, especially the life insurance 
companies with experience in making 
farm loans would readily cooperate and 
a great many other investors not here- 
tofore in the market for such loans 
would enter the field. If this proved to 
be true, as it has in the field of residence 
loaning under the National Housing 
Act, the farmers’ needs for mortgage 
money throughout the entire country 
could be adequately met without gov- 
ernment loaning. It seems reasonable 
that in such a situation, interest rates 
would become more stabilized and all 
need of government subsidy in agri- 
cultural financing would disappear. This, 
of course, would release for other Fed- 
eral purposes a great deal of govern- 
ment funds and government credit now 
tied up in the present system and in 
time would eliminate many millions of 
tax exempt securities. 

The Federal Land Bank system was 
conceived and set up as a cooperative 
system to be owned, operated and con- 
trolled by the farm borrowers them- 
selves. That is, those who were 
interested in cooperatives and who, in 
return for the benefits received, were 
willing to take that responsibility. The 
Banks should, of course, continue, but 
in fairness to the idea of cooperatives 
their business should be confined to 

(Continued column 3, page 6) 
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WHAT’S DOING IN MBA 





This is the season when local MBA 
associations are holding their annual 
meetings, electing new officers and 
formulating plans for the coming year. 

Milwaukee Mortgage Bankers Asso- 
ciation held its December meeting on 
the 12th at the offices of Ed. Porth and 
Sons. Elliot N. Walstead of the Wis- 
consin Real Estate Brokers Board spoke. 


The annual meeting of the Detroit 
Mortgage Bankers Association was also 
held on the 12th. A new slate of officers 
was elected and we'll report later on it. 
Robert Ball, aviation editor of The 
Detroit News spoke on “Aircraft De- 
fense.” President Dean R. Hill and 
Secretary George H. Patterson attended. 


Cleveland MBA held their annual 
meeting on the 11th. President Hill and 
Secretary Patterson attended. A 
further report will appear later. 


also 


Oklahoma Mortgage Association held 
their year’s meeting on December 13. 
This local’s publication Omagram, in dis- 
cussing the recent MBA convention, de- 
clared that all who attended agreed that 
“the Clinic session idea was the best 
thing they had ever heard of at any 
convention anywhere.” 

At the Seattle MBA annual meeting 
Vernon V. Brice, vice president, White 
& Bollard, Inc., was elected president. 
Ralph R. Knapp, assistant vice president 
of the Washington Mutual Savings 
Bank, was elected vice president and 
Clarence A. Berg, assistant cashier of 
Seattle Trust and Savings Bank, was 
elected secretary and treasurer. Trustees 
elected were: Ross P. Williams, assist- 
ant vice president of University Na- 
tional Bank; A. R. Jarvis, ofice mana- 
ger of Burwell & Morford; Chester B. 
Starks, Seattle manager for Pacific First 
Federal Savings & Loan Association, 
and Loyd J. (Jim) Hawthorn, office 


manager of Securities Mortgage Co. 





Charles H. Sill, DMBA vice presi- 
dent, reports that at a meeting of the 
Correspondents Group of the Detroit 
local, plans were made to establish a 
clearance house in the Secretary's office 
for members’ conventional loan appli- 
cations. Detroit members will be aware 
of the “loan shopper.” When the fellow 
starts to shop to determine where he 
can get the largest loan, all members 


will know—and act accordingly. Sill 
thinks this action will save “a tremen- 
dous amount of overhead.” Detroit is 
also discussing a preliminary short-form 
mortgage application and a standard 
brokerage agreement for DMBA mem- 
bers. 


And speaking of subjects that are 
being discussed at MBA local association 
meetings, Seattle heard an address by a 
University of Washington professor on 
“Financing Reparations and Collecting 
the Cost of Occupation.” At a recent 
monthly meeting of the Detroit MBA, 
members heard Carl S. Wells, president, 
Homer Warren & Company, and 
Andrew L. Malott, president, Greater 
Detroit Mortgage Corporation, speak 
on “Improvement of the Property with- 
in Grand Boulevard.” At the recent 
meeting of the Northern California 
Chapter of the Mortgage Bankers As- 
sociation members heard an authority, 
Will L. Merryman, discuss the city’s 
trafic problems and their effect on real 


estate. 


Maurice A. Pollak, vice president, 
Draper & Kramer, Inc. of Chicago and 
one of the organizers of the Illinois 
MBA, has suggested to CMBA mem- 
bers that probably mortgage rates and 
charges might be standardized. The 
“Township Tattler” in The Economist, 
reporting Mr. Pollak’s letter to the Chi- 
cago MBA members, says that: 


“Mr. Pollak’s suggestion is timely. 
Competition in placing mortgage funds 
long ago passed the point of healthy 
competition, in the opinion of many con- 
servative mortgage men. Borrowers with 
maturing loans, swamped with proposi- 
tions by mail and besieged by mortgage 
loan solicitors, think that conditions are 
ideal, but are they? Can sharp practice, 
disguised charges and cunning, the dark 
sanctuary of incapacity, be long avoided 
under these conditions? 

“Banks and financial institutions which 
lend and service direct, interstate pressure 
of FHA investors, the interrelation of 
surplus investment funds, interest rates 
and commission charges, further compli- 
cate a vexatious situation.” 





tional lenders, such as life insurance 
companies, would show an interest in 
the development of the plan and a 
proper willingness to cooperate that the 
Administrator would give us an oppor- 
tunity of shaping such amendments as 
might be offered along lines which, in 
our experience, we believe would make 
the system workable. 


WATERS’ FARM ARTICLE 
(Continued from page 5) 


farmers who are cooperative minded. 
Such people are a very small propor- 
tion of our farm population and, so 
operated, these Banks could not mono- 
polize the field as they are now doing. 
The facts are that the great majority 
of Federal Land Bank borrowers entered 
the system because of necessity. Private 
investors being out of the market, they 
could not borrow elsewhere. They 
bought stock in their associations un- 
willingly. They would much rather 
borrow their money locally and without 
the purchase of stock and without tak- 
ing any part in the cooperative system. 
It is fairly obvious from the 7th annual 
report of the Farm Credit Administra- 
tion that the great majority of Federal 
Land Bank borrowers are not interested 
in the cooperative feature of the Act 
and it is further evident that this part 
of the system so far as these borrowers 
are concerned is unsatisfactory to both 
the farmers and the Federal Land Banks 
and is a great obstacle in servicing. 

So far as concerns the Commissioner 
loans under the Federal Farm Mortgage 
Act, which is a direct loaning system, 
the need for future business is about 
passed and would be done away with 
entirely if, under an insured system of 
private lending, second mortgage finan- 
cing could be done away with as it has 
been in FHA residence loans. 

One might fairly ask what is the possi- 
bility of having such a mortgage plan 
adopted and the necessary laws passed. 
There is in the National Housing Act 
a provision for the insuring of farm 
mortgages. This section of the Act has 
not been used extensively. We believe 
this is because the primary purpose of 
the law was to promote the building 
industry, to employ more labor and to 
increase the production and use of 
building materials as well as to provide 
better housing facilities. In putting into 
the Act this provision for insuring farm 
loans, the same idea was followed and 
the thought of establishing a more 
sound system of farm mortgage lending, 
if it was considered at all, was of sec- 
ondary importance. 


We believe that the Administrator 
would like to develop a system of in- 
sured farm mortgages, possibly on some- 
what the same scale of volume as has 
been done with residence loans. We 
know that he has been giving consider- 
able thought to the necessary amend- 
ments of the Act which would be needed 
to do so and our belief is that if institu- 


(Continued column 2, this page) 
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STEWART McDONALD 


During almost all of FHA’s existence, 
Stewart McDonald has been at the helm. 
His retirement brings the realization 
that a great deal of the credit for its 
success belongs to him. He gathered 
around him a capable staff of co-workers 
and it is gratifying to know that one of 
them will carry on where he leaves off. 

FHA has probably been the most 
successful of the government agencies 
now operating in fields of economic 
activity formerly the domain of private 
enterprise. It has at least recorded a 
considerable measure of success in 
reaching the goal set for it. It has 
stimulated residential construction to 
an important degree and it has made 
an important contribution to mortgage 
banking. And no one can deny that, 
in the field of scientific research, better 
loaning methods, better appraisals and 
a more modern presentation of the de- 
sirability of home building, it has done 
a good job. Mr. McDonald may well 
feel a sense of satisfaction in FHA’S 
accomplishments. Mortgage men will 
wish Mr. McDonald luck in his new 
activities. And in Abner Ferguson 
FHA will get the same type of capable 
leadership it has had before. 

MBA members will recall Mr. Fer- 
guson’s address at our 1939 Convention. 
Of all FHA officials he is the best 
known to our group. It would have been 
impossible to find anyone better quali- 
fied for Administrator. 





ADVERTISING MEDIUM 
(Continued from page 2) 


In answer to his question, “Does in- 
spirational, institutional or direct .mes- 


(Cont'd. next column) 





Clinic better than any of the past. 


We'd appreciate your doing it today. 





\ ANNOUNCING MBA's 
FIRST REGIONAL MORTGAGE CLINIC FOR 1941 
FOR THE EASTERN STATES —IN PHILADELPHIA 
10 A.M.—JANUARY 24, 1941—HOTEL BELLEVUE-STRATFORD 
Under the supervision of MBA Regional Vice President 
GUY T. O. HOLLYDAY 


e This will be the best MBA Mortgage Clinic yet. We learned a great 
deal during 1940 about what members want in these Clinics—the more 
important problems they're interested in and how they want them discussed. 
We are taking full advantage of this experience to make this initial 1941 
And won't you send us the names of 
some mortgage men in the East whom .you would like to have invited? 








“MOST DANGEROUS THING” 

(Continued from page 8) 
the more his firm profited. However, 
there is another angle: Should the com- 
mission be fixed at a time when business 
is slow, it might mean the man would 
make more than he was entitled to dur- 
ing a business boom. And, vica versa, if 
the commission was fixed during the 
boom time it might result in a man not 
earning a sufficient amount in a slow 
period. 

“Should the employer have full know- 
ledge of the solicitation methods employed 
by his solicitor? The solicitor represents 
his firm to the public. A new solicitor 
should be fully instructed on the policies 
of the firm. The employer should know 
how the solicitor is representing him to 
the public. 

“Should the solicitor go after your 
competitor's business? There is consid- 
erable disagreement on this. Frankly, I 
was surprised that the answers I re- 
ceived were unanimously ‘Yes. How- 
ever, this qualification by one man 
aptly expressed nearly all the replies. 
If the solicitor possesses the proper quali- 
fications so that he can approach all 
possible customers and do credit to the 


institution he represents and if he solicits 
business on an ethical basis, then his field 
should be unlimited. 

“I have been inclined to get a ‘little 
warm under the collar’ when I have 
found that some competitor has been 
writing or personally soliciting a loan 
from a borrower that perhaps I have 
carried through a long period of de- 
pression. Now, when the loan has really 
become choice, I find someone else walk- 
ing off with it. Because of that feeling 
we have not made a practice of taking 
lists of maturing loans held by our com- 
petitors trom the county records and 
following up those lists with letters and 
personal solicitation. I realize, however, 
that this is a growing practice. 

“The real trouble arises when a com- 
petitor, to get business, offers a borrower 
either a larger loan, one at a lower rate 
of interest or on better terms than he 
offers his own borrowers. In our town 
the competition isn’t so much in rates as 
it is one of who will loan the most money. 
I think that competition among loan 
agencies that leads to overloaning is the 
most dangerous thing that we as loan 
men have to face.” 





sage appeal get the best results?”, he got 
this answer: 

“They all thought practically one 
way—for classified real estate advertis- 
ing, the direct message; the inspirational 
and the institutional for the display 
columns.” 

So much for the newspaper. 

As for billboards, there was general 
agreement: 

“Billboard advertising has been suc- 
cessful in our Company, limited, how- 
ever, to the use of small billboards, with 


monthly changes of careful copy.” 


Nearly all stressed the small billboard, 
with monthly change of copy. 


None offered suggestions as to window 
displays or moving picture screens. | 
refer you to a good advertising agency 
to settle your problems along these lines. 
I have already indicated the attitude of 
our associates toward radio. 


There’s one thing more to be said: 
I found our colleagues unanimous in 
placing “personal solicitation” ahead of 
advertising as a business-getter. 
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“The Most Dangerous Thing 


Loan Men Have to Face” 


Overloaning is bad business and 
most of it is a result of firms 
soliciting mortgages of others 


HAT’S the most effective way of 
W getting new business? Would the 
answer to that question apply to 

Chicago—as well as to Wichita, Kansas? 
Obviously it would not, if for no other 
reason than the fact that a prime way 
to get new business is by advertising 
and advertising in Chicago is an expen 
sive undertaking in proportion to the 
expected results while that is not nearly 
so true in a smaller city like Wichita 

This article is a discussion of how 
MBA members in cities of 200,000 or 
less can get new business. It is con 
cerned principally with how solicitors 
should be paid (V c.. Feemster dis 
cusses the advertising side of the prob 
lem in another article in this issue.) 

What is the best plan for paying 
solicitors? Rupert Hall, president, Hall 
Investment Company of Tulsa, Okla- 
homa, Tom Costello, president, The 
Costello Company, Sioux Falls, South 
Dakota, and others gave their views. 

Luther M. Miller, vice president, Al 
bright Title & Trust Company, New 
kirk, Okla., who presided at this Clinic, 
summarized the combined opinion: 

“The best plan for compensating soli 
citors seems to be that each month they 
should be paid a certain percentage of 
the commissions earned. The rest are 
carried in an account to tide them over 
lean’ periods, The best opinion seems to 
be that they shouldn't be paid each 
month all commissions due them 

“And if, at the end of the year, the 
solicitor hasn't earned what is consid 
ered a decent living wage—get another 
solicitor A mortgage loan solicitur 
should work in the mortgage loan de 
partment—and nowhere else. Under no 
circumstances should the mortgage loan 
department split commissions with the 
sales department—anc' vica versa. And 
that goes for the insurance department, 
too 

“Should solicitors solicit renewals of 
competitors? Emphatically no, but 
everyone admits that it’s a common prac- 
tice. And those who do it admit that they 


shouldn't but take refuge in the stand 
that since their competitors do, they must 
follow suit. They have no choice. No 
one seems to have an answer for that one. 

“The employer should have full know 
ledge of how and by what methods solici- 
tors secure business. He should see to it 
that his solicitors truthfully and ethically 





HOULD the solicitor go af- 

ter your competitor's busi- 
ness?” That was one of the 
questions Mr. Leavitt asked in 
his survey among members of 
the lowa MBA. The answer 
isn’t exactly what you might ex- 
pect: “I was surprised that they 
said ‘yes’ unanimously. .. . If he 
solicits business on an ethical 
basis then his field should be 
unlimited. In our town the com- 
petition isn’t so much in rates 
as it is one of who will loan the 
most money.” 


ae 





represent the company to the client. If 
he doesn’t know how the business is 
gotten, he may run into trouble.” 

And now a case history, related by 
one who knows it better than anyone 
else because it’s the history of what he 
did to get new business. It is the experi- 
ence of Edward G. Hacker, President, 
Edward G. Hacker Company, Lansing, 
Michigan. Mr. Hacker delegated a mem- 
ber of his staff to spend considerable 
time in lumber yards assisting officials 
in interviewing clients, taking applica- 
tions and furnishing other needed infor- 
mation. At the location of every piece 
of new construction he put up a sign 
saying “Another Home Financed by—.” 
He felt he was able to get many good 
contacts this way. Mr. Hacker is sure 
that realtors, contractors, material men 
ind architects are quite willing to turn 
mortgage loan business over to local com- 
panies provided the latter can give them 
the type of service that will produce a 
satisfactory clientele. 


Jumping back to the subject of paying 
solicitors, J. W. Leavitt, secretary of the 
Iowa Mortgage Bankers Association and 
secretary of the Cedar Falls National 
Company, Cedar Falls, Iowa, made a 
survey among members of that local asso- 
ciation to determine what is the most 
common practice. 

He found that: “All my replies agreed 
that at least a minimum salary or draw- 
ing account should be paid. Some said 
that a regular living wage should be paid 
with a definite quota assigned to the 
solicitor with a bonus to be paid for all 
business produced over that quota. Rea- 
sons given are: 

“With a solicitor paid a regular living 
wage a higher type of representative can 
be secured. 

“Solicitors will be better satisfied and 
tend to stay longer on the job. 

“Solicitors receiving a regular salary 
should do the necessary cultivation of 
prospects in the off-season that will pro- 
duce results when the rush season arrives. 

“Solicitors working on commission 
only will be tempted to turn in a lot of 
poor loan applications, taking up the time 
of officers inspecting and investigating 
what are obviously rejection cases. 

“A solicitor whose salary is primarily 
based on commissions will have a month 
or two of large earnings and will likely 
adjust his scale of living too high. Then 
he gets into trouble when business goes 
back to normal. 

“A solicitor working primarily for 
commission does not feel permanently 
attached to the firm and is likely to leave 
when the inevitable quiet month arrives. 
This too often results in a too rapid turn- 
over of solicitors for the best interests of 
the business. 

“Some advocate a salary with a bo- 
nus only for exceptional production. It 
seems logical that the man receiving a 
reasonable salary feels more definitely 
tied to the job. When he is being paid 
a regular salary, he can be asked to do 
other necessary work that you could not 
ask of a man working for a commission. 

“If part salary plus a commission plan 
is used should there be a limit placed on 
the earnings of that solicitor? Most mem- 
bers said definitely, ‘No,’ on the ground 
that the more business a man produced 

(Continued on page 7) 








